Sport Finance and Marketing by University of Johannesburg
SFM 03C3: SPORT FINANCE AND MARKETING 
1 
 
 
 
EXAMINATION  
 
PROGRAM   : HUMAN MOVEMENT STUDIES 
MODULE NAME  : SPORT FINANCE AND MARKETING 
MODULE CODE  : SFM03C3 
DATE    : 29 MAY 2017 
DURATION   : THREE (3) HOURS 
TOTAL MARKS  : 150 MARKS 
 
EXAMINER                        : PROF W. HOLLANDER/MS R. VAN GAALEN 
MODERATOR  : MS J. VAN WYK  
NUMBER OF PAGES : EIGHT (8) PAGES 
 
INSTRUCTIONS TO CANDIDATES: 
MAKE SURE THAT YOU HAVE THE COMPLETE PAPER. 
ANSWER ALL THE QUESTIONS. 
SECTION A IS SPORT MARKETING. 
SECTION B IS SPORT FINANCE. 
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SECTION A – SPORT MARKETING (75 MARKS) 
 
QUESTION 1 (23 MARKS) 
 
You are requested to develop a product strategy for Kaizer Chiefs. Explain the key 
issues that you will take into account during the development process using examples 
to explain the issues. 
  
QUESTION 2 (12 MARKS) 
 
Discuss the individual factors of sport consumers that plays a role in the consumption 
of sport products. 
 
QUESTION 3 (14 MARKS) 
 
There are four bases for the segmentation of sport products. Argue these bases by 
using examples from the sport industry to support your discussion.  
 
QUESTION 4 (13 MARKS) 
 
You are requested to develop a strategic sponsorship plan for the local gymnasium. 
Describe the steps that you would follow to develop such a plan by using examples.   
 
QUESTION 5 (13 MARKS) 
 
One of the core marketing aspects of sport any sport organization is to retain its 
supporters. Explain what you will do to develop supporter retention programmes. 
Provide examples from the sport industry to supplement your discussion.   
 
SECTION B – SPORT FINANCE (75 MARKS) 
 
QUESTION 1 (20 MARKS) 
 
1. Profit maximisation does not necessarily imply shareholders wealth 
maximisation. Identify which ONE of the following statements regarding 
shareholders wealth maximisation is NOT true.  
 
A. Profit is taken into account as it is a fact reported in the financial records 
B. Risk cannot be ignored when maximising shareholders wealth 
C. Cash flow is taken into account as cash flow is a fact 
D. The financial objectives of a company are taken into account  (2) 
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2.  Which one of the following statements is NOT true? 
 
A. There are no legal requirements in the preparation of management 
accounts. 
B. The management accounts of various companies can easily be 
compared. 
C. Within Financial Management risk is fundamental. 
D. Within Financial Accounting information is generally expressed in 
quantitative terms. (2) 
 
3. The difference between financial accounting and management accounting is: 
  
A. Financial accounting is used by internal parties while managerial accounting 
is used by external parties. 
B. Financial accounting is future orientated while managerial accounting is 
historical in nature. 
C. Financial accounting is prepared as needed (perhaps even daily), but 
managerial accounting is prepared periodically (monthly, quarterly, 
annually) 
D. Financial accounting is used by external parties while managerial 
accounting is used by internal parties. (2) 
 
4. The aim of Financial management is to… 
  
A. maximise cash inflow, as soon as possible, at the lowest risk, on a short 
term basis   
B. to maximise cash inflow, as soon as possible, at the highest risk, on a 
sustainable basis  
C. to maximise cash inflow, as soon as possible, at the lowest risk, on a 
sustainable basis 
D. to minimise cash inflow, as soon as possible, at the lowest risk, on a 
sustainable basis      (2) 
 
5. The agency problem can best be described as … 
 
A decisions that will lead to shareholders’ wealth.  
B decisions that will only be to the manager’s advantage. 
C decisions made which is in the best interest of the company. 
D decisions made by inexperienced estate agency staff.  (2) 
 
Refer to the following information to answer questions 6- 7: 
Juice Oasis sells fruit juice and various smoothies at a local gym. All products are fresh 
and are prepared with electrical blenders. Juice Oasis pays a fixed rent on a monthly 
basis for the use of the premises which include electricity cost. Juice Oasis employ a 
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manager that works on a full time basis at the juice bar and a kitchen operator that 
clean the dishes, equipment etc. 
 
6. The cost of petrol for the generator that is used in times of load shedding can 
be classified as a … 
 
 A Fixed manufacturing cost 
 B Variable manufacturing cost 
 C Fixed non-manufacturing cost 
 D Variable non-manufacturing cost (2) 
 
7. How many of the following is/are CORRECT? 
 The wage of the kitchen operator can be classified as … 
 Direct labour cost 
 Indirect labour cost 
 Manufacturing cost 
 Prime cost 
 A One of the above 
 B Two of the above 
 C None of the above 
 D All of the above (2) 
 
8. During the summer months, the sales of Juice Oasis increased.  
Identify which ONE of the following is correct. 
 
 A Variable cost per unit will increase  
 B Fixed cost per unit will increase 
 C Variable cost will increase in total 
 D Fixed cost in total will decrease (2) 
 
9. Thandeka recently opened a sport nutrition store that specialises in healthy 
supplements. In a particular month he incurred the following expenses: 
 
Purchased fresh nuts at the local market at cost price of R2 000; cups for 
smoothies at R800; packaging for the supplements, R500. He paid the rent of 
R5 000 for the premises in advance and hired an assistant for R4 000 per month 
that will help to clean and manage the shop while he is busy exercising in the 
gym. 
 Calculate the prime cost that Thandeka would incur. 
 A R2 800 
 B R3 300 
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 C R8 300 
 D R7 300 (2) 
 
10. Identify which ONE of the following is an example of an indirect cost: 
 
A. The cost of denim in a company that manufacture jeans 
B. The cost of bottles in a company that manufacture shampoo 
C. The labour cost of a stylist at a hair dresser 
D. The cost of repainting the showroom of a paint wholesaler  (2) 
 
QUESTION 2 (15 MARKS) 
 
Gourmet Catering specialises in mouth-watering catering for corporate events. Mr 
Snapple, the owner of Gourmet Catering has just signed a contract to do all the 
catering at Ellis Park Stadium in the Presidential suite for all matches during the 2017 
season. 
 
Mr Gourmet is a professional chef with very little finance background. He agreed to 
do the catering for R10 000 per match. Mr Snapple’s fixed cost are R18 000 per month 
(for salaries, equipment hire etc.). For every match that they cater for, additional 
cutlery and waiters will be hired at a cost of R 4 000 in total. 
 
REQUIRED: 
 
2.1 Explain to Mr Snapple what it means to break-even and how the break-even 
point can be improved. (4) 
 
2.2 Explain to Mr Snapple how break-even calculations can help him with 
decision making in his business. (2) 
 
 
2.3 Calculate the contribution per match catered for. (2) 
 
2.4 Determine how many matches Mr Snapple cater for each month to break-
even.  (2) 
 
2.5 Determine how many rugby matches Mr Snapple must cater for make a 
profit of R 20 000.  (3)  
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QUESTION 3 (20 MARKS) 
 
Jolly Jersey’s is a wholesaler that manufactures and distributes the rugby jerseys to 
various retailers. The sales department has forecasted the sales numbers for the 
winter months as follow: 
 
  Sales Budget (R) 
May 45 000 
June 50 000 
July 75 000 
August 100 000 
September 45 000 
  
Additional information: 
● 80 % of sales will be on credit. 
● It is expected that 70% of debtors settle within the month of sale and 30% the month 
thereafter. 
● Purchases will be paid in the month following the acquisition and is equal to 80% of 
the current month’s total sales.  
● Wages are R5 000 for May after which it is expected to increase to R8 000 due to 
additional wages paid to temporary staff employed in the busy season. 
● Electricity cost are R3 000 per month and are paid in the month incurred. 
● Provisional tax of R10 000 has to be paid in June. 
● A new machine will be purchased in July for R20 000. 
● At the beginning of the quarter the company had the following balances in its books: 
 Cash: R20 000 
 Outstanding sales  R15 000  
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Below is the outline of the cash budget for the first quarter: 
Jolly Jersey’s 
Cash Budget for period June to August 
   June  July   August  
Cash collections    
Sales 50 000  75 000 100 000 
Cash    
Credit    
Collected in the month    
Collected from previous month    
    
Total Cash collections    
        
Cash disbursements       
    
    
    
Total cash disbursements    
    
Opening cash balance 50 000   
Collections    
Disbursements    
Closing cash balance    
 
REQUIRED: 
3.1 Complete the cash budget for Jolly Jersey’s: Sparks for June to August.  (16) 
 SHOW ALL CALCULATIONS 
 
3.2 Explain the advantages of preparing budgets to the management of Jolly 
Jersey’s. (4) 
 
QUESTION 4 (20 MARKS) 
 
Your friend has just started up their own business providing water, nutrition packs and 
various other items at sports races. They would like to know how their company is 
doing financially but are unsure about how to analyze this. Since you are studying 
sports finance you decide to help them out. 
Your friend provides you with the following information: 
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Statement of financial position  
  2017 2016 
Non-Current assets 2 820 000 3 180 000 
Current assets 4 700 000 2 400 000 
Cash 200 000 400 000 
Accounts receivable 1 500 000 800 000 
Inventory 3 000 000 1 200 000 
Total Assets 7 520 000 5 580 000 
      
Non-current liabilities 1 420 000 1 400 000 
Current Liabilities 2 500 000 1 080 000 
Accounts payable 2 500 000 1 000 000 
Owners equity 3 600 000 3 100 000  
Total equity and liabilities 7 520 000 5 580 000 
 
Extract from Statement of Comprehensive income: 
  2017 2016 
Cost of Sales 6 200 000 5 500 000 
Net profit after tax 1 230 000 1 180 000  
 
After further research you determine the following: 
  2016 Industry 
Return on equity 38.06% 40% 
Inventory turnover 4.5833 1 
Debt-equity ratio 45% 40% 
 
REQUIRED: 
4.1  Calculate the following ratios for 2017 
 
a) Return on equity 
b) Inventory turnover 
c) Debt-equity ratio 
 
(6) 
 
4.2  Interpret the results of your analysis above. (9) 
4.3 Caution should be used when using ratios. Name 4 things one should be 
aware of when using ratios. 
(5) 
                 
 
TOTAL: 150 MARKS 
